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of the property qualifies as a deduct-
ible business expense for Federal tax
purposes.

(3) Permissible means of holding. A na-
tional bank may acquire and hold real
estate under this paragraph (a) by any
reasonable and prudent means, includ-
ing ownership in fee, a leasehold es-
tate, or in an interest in a cooperative.
The bank may hold this real estate di-
rectly or through one or more subsidi-
aries. The bank may organize a bank
premises subsidiary as a corporation,
partnership, or similar entity (e.g., a
limited liability company).

(b) Fixed assets. A national bank may
own fixed assets necessary for the
transaction of its business, such as fix-
tures, furniture, and data processing
equipment.

(c) Investment in bank premises—(1) In-
vestment limitation; approval. 12 U.S.C.
371d governs when OCC approval is re-
quired for national bank investment in
bank premises. A bank may seek ap-
proval from the OCC in accordance
with the procedures set forth in 12 CFR
5.37.

(2) Option to purchase. An unexercised
option to purchase bank premises or
stock in a corporation holding bank
premises is not an investment in bank
premises. A national bank must receive
OCC approval to exercise the option if
the price of the option and the bank’s
other investments in bank premises ex-
ceed the amount of the bank’s capital
stock.

(d) Other real property—(1) Lease fi-
nancing of public facilities. A national
bank may purchase or construct a mu-
nicipal building, school building, or
other similar public facility and, as
holder of legal title, lease the facility
to a municipality or other public au-
thority having resources sufficient to
make all rental payments as they be-
come due. The lease agreement must
provide that the lessee will become the
owner of the building or facility upon
the expiration of the lease.

(2) Purchase of employee’s residence. To
facilitate the efficient use of bank per-
sonnel, a national bank may purchase
the residence of an employee who has
been transferred to another area in
order to spare the employee a loss in
the prevailing real estate market. The

bank must arrange for early divest-
ment of title to such property.

[61 FR 4862, Feb. 9, 1996, as amended at 61 FR
60387, Nov. 27, 1996]

§ 7.1001 National bank acting as gen-
eral insurance agent.

Pursuant to 12 U.S.C. 92, a national
bank may act as an agent for any fire,
life, or other insurance company in any
place the population of which does not
exceed 5,000 inhabitants. This provision
is applicable to any office of a national
bank when the office is located in a
community having a population of less
than 5,000, even though the principal
office of such bank is located in a com-
munity whose population exceeds 5,000.

§ 7.1002 National bank acting as find-
er.

(a) General. A national bank may act
as a finder in bringing together a buyer
and seller.

(b) Qualification. Acting as a finder
includes, without limitation, identify-
ing potential parties, making inquiries
as to interest, introducing or arranging
meetings of interested parties, and oth-
erwise bringing parties together for a
transaction that the parties them-
selves negotiate and consummate. Act-
ing as a finder does not include activi-
ties that would characterize the bank
as a broker under applicable Federal
law.

(c) Advertisement and fee. Unless oth-
erwise prohibited, a national bank may
advertise the availability of, and ac-
cept a fee for, the services provided
pursuant to this section.

§ 7.1003 Money lent at banking offices
or at other than banking offices.

(a) General. For purposes of what con-
stitutes a branch within the meaning
of 12 U.S.C. 36(j) and 12 CFR 5.30,
‘‘money’’ is deemed to be ‘‘lent’’ only
at the place, if any, where the borrower
in-person receives loan proceeds di-
rectly from bank funds:

(1) From the lending bank or its oper-
ating subsidiary; or

(2) At a facility that is established by
the lending bank or its operating sub-
sidiary.

(b) Receipt of bank funds representing
loan proceeds. Loan proceeds directly
from bank funds may be received by a
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borrower in person at a place that is
not the bank’s main office and is not li-
censed as a branch without violating 12
U.S.C. 36, 12 U.S.C. 81 and 12 CFR 5.30,
provided that a third party is used to
deliver the funds and the place is not
established by the lending bank or its
operating subsidiary. A third party in-
cludes a person who satisfies the re-
quirements of § 7.1012(c)(2), or one who
customarily delivers loan proceeds di-
rectly from bank funds under accepted
industry practice, such as an attorney
or escrow agent at a real estate clos-
ing.

§ 7.1004 Loans originating at other
than banking offices.

(a) General. A national bank may use
the services of, and compensate persons
not employed by, the bank for originat-
ing loans.

(b) Approval. An employee or agent of
a national bank or of its operating sub-
sidiary may originate a loan at a site
other than the main office or a branch
office of the bank. This action does not
violate 12 U.S.C. 36 and 12 U.S.C. 81 if
the loan is approved and made at the
main office or a branch office of the
bank or at an office of the operating
subsidiary located on the premises of,
or contiguous to, the main office or
branch office of the bank.

§ 7.1005 Credit decisions at other than
banking offices.

A national bank and its operating
subsidiary may make a credit decision
regarding a loan application at a site
other than the main office or a branch
office of the bank without violating 12
U.S.C. 36 and 12 U.S.C. 81, provided that
‘‘money’’ is not deemed to be ‘‘lent’ at
those other sites within the meaning of
§ 7.1003.

§ 7.1006 Loan agreement providing for
a share in profits, income, or earn-
ings or for stock warrants.

A national bank may take as consid-
eration for a loan a share in the profit,
income, or earnings from a business en-
terprise of a borrower. A national bank
also may take as consideration for a
loan a stock warrant issued by a busi-
ness enterprise of a borrower, provided
that the bank does not exercise the
warrant. The share or stock warrant

may be taken in addition to, or in lieu
of, interest. The borrower’s obligation
to repay principal, however, may not
be conditioned upon the value of the
profit, income, or earnings of the busi-
ness enterprise or upon the value of the
warrant received.

§ 7.1007 Acceptances.
A national bank is not limited in the

character of acceptances it may make
in financing credit transactions. Bank-
ers’ acceptances may be used for such
purpose, since the making of accept-
ances is an essential part of banking
authorized by 12 U.S.C. 24.

§ 7.1008 Preparing income tax returns
for customers or public.

A national bank may not serve as an
expert tax consultant. However, a na-
tional bank may assist its customers in
preparing their tax returns, either gra-
tuitously or for a reasonable fee.

§ 7.1009 National bank holding collat-
eral stock as nominee.

A national bank that accepts stock
as collateral for a loan may have such
stock transferred to the bank’s name
as nominee.

§ 7.1010 Postal service by national
bank.

(a) General. A national bank may
maintain and operate a postal sub-
station on banking premises and re-
ceive income from it. The services per-
formed by the substation are those per-
mitted under applicable rules of the
United States Postal Service and may
include meter stamping of letters and
packages, and the sale of related insur-
ance. The bank may advertise, develop,
and extend the services of the sub-
station for the purpose of attracting
customers to the bank.

(b) Postal regulations. A national bank
operating a postal substation shall do
so in accordance with the rules and
regulations of the United States Postal
Service. The national bank shall keep
the books and records of the substation
separate from those of other banking
operations. Under 39 U.S.C. 404 and any
regulations issued pursuant thereto,
the United States Postal Service may
inspect the books and records of the
substation.
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